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Description of measure 
 
Development of new environmental regulations for shipping reduces the burden of shipping activities on 
the marine environment but often requires investments from ship owners. Some regulations only apply 
to new ships. There are many technological solutions for compliance. However, many of them entail 
additional investment cost that realizes at the time of building of the ship. 
  
Replacing old ships with new ships, as well as facilitating environmentally friendly technology on the 
current fleet, are important means to reducing emissions from ships. Availability of financing and the 
related instruments has a great impact on the shipowners decision-making, and further to overall 
environmental performance of their fleets.  
 
Today, ship financing is very challenging. Both the terms of loans and guarantees are central factors to 
enabling investments also in advanced environmental technology. A concrete challenge is that private 
financing, if available, is granted in Europe for short (five years) periods, while the lifetime of a vessel is 
25 years years (35–40 years for ice strengthened tonnage). Chinese banks are currently among the only 
available providers of longer repayment periods (15 years or more). Another challenge is that banks 
accept only a low collateral value of the vessel used as a guarantee for loan, often only a fraction of the 
vessel’s total value.  Applying financing from the European Investment Bank (EIB) and its Green Ship 
Programme have been relatively challenging for smaller companies. Guarantees are required by the 
shipyard during shipbuilding process, but the current financing system gives guarantees for ship 
financing after the delivery, not during the ship building process. The current export credit system is seen 
as relatively expensive and stiff for the purposes of ship financing. The export credit agencies in the Baltic 
Sea region have different guarantee systems and thresholds to support vessel investments. The 
insurances and guarantees of some national export credit agencies are currently not awarded for 
investments involving vessels registered under a flag of convenience.  New banking principles (e.g. 
Poseidon Principles) promoting environmentally responsible private financing have not yet materialized 
as an integral part of concrete financing decisions. However, such considerations are seen to gradually 
become business as usual in the Nordic and European banks. 
 
As has been highlighted in recent regional HELCOM discussions, no bank with headquarters in the Nordic 
countries have yet signed the EIB's Green Ship Guarantee programme or have other similar preferential 
arrangements for environmental ship investments. Even if banks in other countries of the region (e.g. 
Poland and Germany) have the necessary arrangements in place with EIB they seem to prefer their 
existing customers. It would be a great improvement if banks in all the coastal countries would sign the 
Green Ship Guarantee programme.  
 
Public initiatives could ensure that also small and medium-sized (SME) shipowners could afford to 
improve their fleets environmental performance. These initiatives could increase the collateral value of 
ships used as a guarantee for a loan as well as longer repayment periods for environmentally advanced 
ship investments.  
 
Ensuring financing of environmentally advanced new ships, the Swedish governmentally owned bank 
Svenska Skeppshypotek is a good example of a national ship financing initiative. The bank’s only task is to 
fund ship projects of Swedish shipowners, particularly SME shipowners, who lack the access to financing 
available for big enterprises. Its loans are subject to regular interest rates, but the repayment period may 
be up to 15 years which is considerably longer than is currently typical for commercial banks. In addition, 
it grants a collateral value of 70–80% of the new ship. As guarantees ships as well as other governmental 
and bank guarantees are accepted.  
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Systems for more accessible ship guarantees could also be implemented as part of national export credit 
agencies activities. Further, decisions about national export credit guarantees should be independent 
from where the ship is built.  
 
Even if banks in other countries of the region (e.g. Poland and Germany) have the necessary 
arrangements in place with EIB they seem to prefer their existing customers. It would be a significant 
improvement if banks in all the coastal countries would sign the Green Ship Guarantee programme.  

 
Action proposed: 

1) Baltic Sea EU Member States promote banks in their countries to sign  the European Investment 
Bank´s (EIB) Green Ship Guarantee programme  

2) Contracting Parties explore other similar preferential arrangements for environmental ship 
investments.  
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Activity:  
Transport – shipping infrastructure (harbours, ports, ship-building)  
Transport – air, including infrastructure 
Pressure: 
Input of nitrogen 
Input of other substances (e.g. synthetic substances, non-synthetic substances, radionuclides) — diffuse 
sources, point sources, atmospheric deposition, acute events 
 
Input of other substances (e.g. synthetic substances, non-synthetic substances, radionuclides) — diffuse 
sources, point sources, atmospheric deposition, acute events 
State: 
Ships’  emissions (incl. greenhouse gas emissions) 
Extent of impact: 
 
It is of common knowledge that airborne emissions have no borders. Therefore, it is the responsibility of 
both global and regional actors to take swift and effective action to mitigate and decrease various types 
of emissions, including greenhouse gas emissions on all sectors – including shipping.  
… 
 

Effectiveness of measure 
Replacing old ships with new ones, as well as facilitating environmentally friendly technology on the 
current fleet, are important means to reducing emissions from ships. New ships are designed to be more 
energy efficient and can also be designed to use cleaner alternative fuels (e.g. LNG, biofuels, ammonium, 
hydrogen etc.) and other alternative energy sources. Retrofitting old ships with environmentally friendly 
technologies typically also leads to significant reductions in emissions.  
 
Reduced GHG emissions from shipping are crucial for preventing global climate change, while reducing 
other emissions such as NOx, SOx and particulate matter reduces harmful impacts from shipping on the 
environment of the Baltic Sea and other sea areas, and it also contributes to reducing harmful health 
effects on coastal populations.   
  
Cost, cost-effectiveness of measure: 
This measure is considered to be highly cost efficient as it enables shipowners to invest in new ships or 
environmentally friendly technologies, which in the long run can also provide savings through higher 
energy efficiency and lower fuel costs.  
 
Feasibility: 
The measure is dependent on political will as well as financial and legal arrangements, and therefore no 
technical obstacles hinder its feasibility.  
 
Follow-up of measure: 
 
Meeting the global levels of ambition and emissions reductions.  
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Background material: 
 
Economic incentives to promote environmentally friendly maritime transport in the Baltic Sea region 
Traficom Research Reports 6/2020 
 
Within environmental policy, economic incentives refer to economic measures that accelerate 
improvements in the environmental performance of human activities, such as maritime transportation. 
In the maritime field, economic incentives include measures such as environmentally differentiated 
operational fees and taxes, as well as national and EU co-funding for investments in technology and 
practice. A relatively diverse palette of such economic incentives is currently available in the Baltic Sea 
region. This study provides a comprehensive overview of the existing economic incentives for maritime 
transportation in the Baltic Sea region. The aims are to estimate the impact of these incentives, to 
recognise challenges related to them, and to discover best practises. These provide material for 
considering international recommendations on economic incentives. The specific purpose of this report 
is to contribute to work within the HELCOM GREEN TEAM on the use of economic incentives in the Baltic 
Sea Region. The report is based on a comprehensive literature review and on questionnaires sent to 
national administrations, shipowners and shipowners’ associations. For shipowner respondents, the 
questionnaire was followed-up by semistructured interviews. Economic incentives to promote 
investments to improve the vessels’ environmental performance, both in new ships and retrofits to 
existing ships, were found influential in reducing the environmental impact of shipping. The 
administrations of the Baltic Sea region have established several measures to support sustainable 
maritime transport. National state aid, EU co-funding and financing tools have been relevant instruments 
and have promoted the investments into environmentally friendly technology. In addition to these 
methods, environmental taxation was found as an effective economic incentive. Financing a new ship 
appears to be a challenge for shipowners today. According to the results, various ship financing 
possibilities should be further developed to ensure the implementation of environmentally friendly 
technology in new ships. In the short term, banks in the region could be encouraged to sign agreements 
with the European Investment Bank (EIB) to facilitate access to its green ship financing instruments. 
Environmentally differentiated operational fees were not found to significantly influence the 
investments on improving the vessels’ environmental performance. Besides the low economic benefit 
compared to the magnitude of the required investments, the concept was questioned as the gain is not 
directed to the investor. The shipowner responsible for the investment may act as a tonnage provider 
and does not necessarily bear the operational fees. The findings highlight the importance of sharing of 
information and best practices on different economic incentives on a regional level and in public-private 
collaboration. The available co-funding for forerunners to invest in environmental technologies appeared 
as an important tool to lower the investment risk and to promote additional environmental investments 
beyond existing legislation. Predictable and coherent systems of economic incentives were called for and 
should be designed with a long-term perspective. 
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